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ILLINOISCOMMERCE COMMISSION
DOCKET NO. 01-0432
PREPARED SURREBUTTAL TESTIMONY OF

DANIEL L. MORTLAND

. WITNESSINTRODUCTION

Please state your name, business address and present position.

My name is Daniel L. Mortland, 500 South 27th Street, Decatur, Illinois 62521. | am
Director of Regulated Pricing and Costing Services for Illinois Power Company (“lllinois
Power”, “IP" or “Company”).

Have you previoudy submitted testimony and exhibitsin this proceeding?

Yes | have submitted direct, supplemental and rebuttal testimony in this proceeding. My
direct testimony and exhibits were submitted as IP Exhibits 3.1 through 39. My
supplementd testimony was IP Exhibit 3.10 and was accompanied by Corrected Revised
Exhibits 3.2 through 3.9. My rebuttal testimony and exhibits were submitted as IP Exhibits
3.11 through 3.16.

What isthe purpose of your surrebutta testimony?

The purpose of my testimony is two-fold. First, | will respond to certain issues in the
rebuttal testimonies of Staff witnesses Langfeldt and Schlaf, MidAmerican witness Phillips
and IIEC witness Gorman. Second, | will present the Company’s revised revenue

requirement for eectric distribution based on Staff and intervenor adjustments accepted by
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the Company and revisons and updates to other data, as detalled in my surrebuttal
testimony and that of other IP witnesses.

In addition to your prepared surrebuttal testimony, IP Exhibit 3.17, are you sponsoring
other exhibits?

Yes, | am sponsoring IP Exhibits 3.18 through 3.25, which were prepared under my
supervison and direction.

Il1. Cost of Capital

What cost of capitd is the Company proposing?

IP is proposing an overdl cost of capitd of 8.92%. IP Exhibit 3.18 shows the weighted
average cost of capita based on the Company’s surrebuttal position as to capital structure
and the cogt rates for the various classes of capitd, including a rate of return on common
equity of 12.50%. The proposed overdl cost of capital of 8.92% is lower than the cost of
capital of 9.17% at June 30, 2001, that | proposed in my rebuttal testimony.

Are you proposing any changes to the balances and cost rates for preferred stock and
preferred securities?

Yes. As shown on IP Exhibit 3.19, | am updating the balances of preferred securities to
reflect amortization from June 30, 2001, to August 31, 2001. The balance of preferred
securities at August 31, 2001, is the same as that shown on corrected revised IP Exhibit

3.6.
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A. Responseto Staff Witness L angfeldt
Do you accept any of the changes to the calculation of 1P s embedded cost of long-
term debt that were proposed by Staff witness Rochelle Langfeldt?
| accept Ms. Langfeldt’s proposa to use a 34.5 basis point spread above the interest rate
of Aaarated municipa bonds as a proxy for the interest rate of IP's Aaarated variable-
rate pollution control bonds. This spread accounts for the difference in Aaa-rated municipa
bonds and IP's variable-rate pollution control bonds that | described in my rebutta
tesimony. However, | disagree with Ms. Langfeldt’s use of interest rates on municipa
bonds from a single day as the basis to set the interest rate on IP' s pollution control bonds
for ratemaking purposes. Even though rates on the variable-rate pollution control bonds are
re-set weekly, these are long-term securities. Furthermore, the rates set in this proceeding
will bein effect for a least ayear and probably longer.

For the reasons dated in my rebuttd testimony, | bdieve that Ms Langfddt's
determination of the cost rate of Aaa-rated variable-rate pollution control bonds by using
interest rate data & a sngle point in time is flawed. Using a single point in time can lead to
faulty conclusons. Using an average over arecent historical period will tend to even out the
fleeting effects that may drive interest rates on aday to day basis.

How have you determined the interest cost for [P s variable-rate pollution control bonds?
| started with the average of the BMA Index for 2001 through August 2001, which is

3.00%. The BMA Index is published by the Bond Market Association and is a seven-day
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high grade market index of tax-exempt debt obligations taken from an extensive database.
It is awidely-used benchmark for interest rates on short-term tax-exempt debt obligations.
| then added 34.5 bass points which yields an overdl cost rate for the variablerate
pollution control bonds of 3.35%. In my rebuttal testimony, | had used the actud rates for
the individual variable-rate pollution control bond issues. Based on actua codts for 2001
through August, these actud rates have ranged from 3.75% to 4.00%.

What is the Company’ s proposed embedded cost of long-term debt?

The embedded cost of long-term debt based on the changes | have made, and the changes
proposed by Ms. Langfeldt that | have accepted, is 7.01% as of August 31, 2001, as
shown on IP Exhibit 3.18, Line 1. This represented a reduction from the vaue of 7.31%
presented in my rebuttal testimony. The primary reason for the reduction is the lower
interest cost that | have developed for the pollution control bonds.

What is the balance of IP's long-term debt that you are using to establish the capita
structure?

The balance of long-term debt is $1,095,159,742, which reflects the actuad baances on
IP s books as of August 31, 2001, as shown on |P Exhibit 3.20.

With respect to the cogt rate for the Trangtiona Funding Insruments, have you removed
the effects of loss on reacquired debt and issuance discount and expense from the IRR
cdculation and insead performed a sraight-line amortization of these non-cash items as

proposed by Staff witness Langfeldt?
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Yes, | have, as shown on IP Exhibit 3.21.

Do you agree with Staff witness Langfeldt’s proposed change in the IRR methodology
regarding whether to consgder the compounding effect of the cost of the TFIS?

No. Ms. Langfeldt’'s method ignores the overdl theory that is the bass of the IRR
caculation. Her method will yield afaulty result Snce it does not congider that there actudly
is a compounding effect in determining the discount rete that makes the net cash flows
related to the TFIs go to zero.

What overdl cost rate have you caculated for the TFIS?

| have calculated arate of 7.08%. This rate was determined using a cash flow analysis on
the cash items (i.e,, principa and interest payments) and sraight-line amortization of the
non-cash items (i.e., debt discount, issuance expense and loss on reacquired debt). Inusing
a draight-line amortization for the non-cash items, | am accepting one of the steps that Ms.
Langfeldt has proposed. The resulting rate is 7.08% as shown on IP Exhibit 3.21. The
cost rate of 7.08% for the TFIsis lower than the cost rate of 7.75% that | proposed in my
rebuttal testimony.

What baance of TFIs do you propose be used for determining the ratemaking capital
structure?

| propose using the balance of $590,788,136, which is the remaining principa amount a
August 31, 2001, less unamortized discount, issuance expense and loss on reacquired delt,

as shown on | P Exhibit 3.21.
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What cost rate for short-term debt are you proposing?

| am proposing that IP's actual average cost of short-term debt for the month of August
2001 be used plus the cost of the back-up line of credit that supports IP s short-term debt.
| continue to disagree with Ms. Langfeldt that the cost rate for short-term debt should be
based on information from a single date, and therefore have used cost information for a one-
month period. For my surrebuttal presentation, | have used interest rate information for the
month of August 2001, rather than June 2001 as used in my rebutta testimony. The August
average cost of short-term debt was 3.85%. The back-up line of credit cost was 0.125%.
Therefore, | propose that the cost of short-term debt be 3.98%. This cost rate is lower
than the cost rate of 4.53% that | proposed in my rebuttal testimony.

Are you proposing any changes to your rebuttal testimony regarding the balances of short-
term debt less construction work in progress?

Yes. | am proposing that the balances be based on six months of actud balances and Six
months of projected results as proposed by Staff witness Langfeldt. Since | have used the
balances of long-term debt, TFIs, preferred stock and preferred securities, and common
equity, at August 31, 2001, | have developed the short-term debt balance using actual data
for the six months ended August 31, 2001, and projected data for the sx month period of
September 2001 through February 2002. This cadculation yields an average baance of
$170,409,957, as shown on IP Exhibit 3.22.

What is the balance of common stock equity?
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The balance of common equity at August 31, 2001, is $1,186,425,920 as shown on IP
Exhibit 3.23. The common equity ratio is 37.28%. The common equity ratio excluding
consderation of short-term debt is 39.4%.

B. Responseto I|EC Witness Gorman
Do you have any comments on Mr. Gorman'’s rebutta tesimony regarding the impact of
TFIsinIP s capitd structure?
Mr. Gorman may not have fully understood the point | was trying to make in my rebuitta
testimony. | know that the debt rating agencies do not consider IP's THs in determining
IP's debt leverage for purposes of establishing the ratings on IP s debt. What | could not
tell from the source documents Mr. Gorman had provided, and what | till cannot tell, is (1)
whether the other companies included in the published rating agency capital structure datato
which Mr. Gorman compared IP have issued securities smilar to IP and (2) if they do,
whether the rating agencies have amilarly excluded those securities in determining debt
leverage for the other companies. Therefore, it is not clear whether there is comparability
between IP s debt leverage excluding TH’ s and the industry data Mr. Gorman has used.
What is your response to Mr. Gorman's assartions about rating agencies giving some
congderation to purchased power obligations as debt?
Mr. Gorman references a credit report from November 1998 (page 3, lines 17-20 of his
rebuttal testimony). Using a report from November 1998 does not provide conclusive

proof of whether the rating agencies treat purchased power obligations as debt leverage



135

136

137

138

139

140

141

142

143

144

145

146

147

148

149

150

151

152

153

154

20. Q.

IP Exhibit 3.17
Page 8 of 25

when andyzing IP's credit-worthiness. IP did not sl its generation facilities to Dynegy
Midwest Generation and AmerGen and begin purchasing power under the power purchase
agreement with these entities until the fourth quarter of 1999. As shown in the attachment to
the response to I11EC data request 15, Standard & Poor’s specificaly states *(S& P) would
adjust the company’s financia ratios to account for a power purchase buyback obligation
relating to a Clinton sale”

Do you agree with Mr. Gorman that there is no cost of service impact related to his
disagreement with you?

No. The purpose of my comments concerning Mr. Gorman's rebuttal tesimony was to
take issue with his characterization of IP as having a 45% common equity ratio excluding
TFIs for purposes of setting the cost of equity in this proceeding. | agree that debt rating
agencies may ignore IPs THs and dmilar securities issued by other utilities when
establishing debt ratings, but the presence of TFIs in IP's capital Structure would be
perceived as increasing IP's debt leverage and adding risk from the perspective of the
common equity investor. An equity investor, being lower in priority than a debt investor,
would be concerned that a portion of 1P s allowed revenues are not in fact owned by P but
rather are owned by IP Special Purpose Trust and will go to servicethe THIs. Thisleavesa
lower amount of revenues to satisfy IP's other senior obligations and, ultimately, to flow
through to the equity investor. Therefore, the equity investor would view the TFIs as debt

leverage. Therefore, in setting the cost of common equity, [P must be viewed as having a
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37% common equity ratio (i.e, including the THIs) as shown on IP Exhibit 3.18, not as
having a 45% common equity ratio. A utility with a 37% common equity retio would be
expected to have a higher cost of common equity than a utility with a 45% common equity
ratio, dl other things being equal.

I1l. Responseto Staff Witness Schlaf and MidAmerican Witness Phillips

21. Q. What isthe purpose of this section of your testimony?

A.

22.Q.

23. Q.

In their rebuttd testimonies, Staff witness Eric Schlaf and MidAmerican witness George
Phillips discuss the provisons originating in lllinois Power's Trangtiond Funding Order
(“TFQ"), Docket No. 98-0488, relating to the obligations of RES and other third-party
collectors with respect to the collection of instrument funding charges (“IFC”) from IP's
retail delivery services customers and remittance of the IFC to IP. Both witnesses indicate
confusion as to the intended coverage of these requirements. The purpose of my testimony
is to describe the underlying credit risk that these provisons were intended to address, in
order to asss in clarifying their coverage.

Where are the provisions of the TFO that you are referring to located in the TFO?

The provisons that | am addressing are found at pages 17-19 and in Findings (54) through
(56), and the related ordering paragraphs, of the TFO. There is dso related discusson,
describing IP sinitid proposal in Docket No. 98-0488 on this topic, at pages 13-15 of the
TFO.

Arethese provisons dso embodied in IP s IFC tariff?
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Y es, these provisons are included in Section V of 1P s Rider IFC.

Were you involved in obtaining the TFO and in the Sructuring of the issuance of the
trangtiond funding indruments (“TH”) by Illinois Power Specid Purpose Trud in
December 19982

Yes, | was.

Who is the owner of the IFC revenues?

The IFC revenues are owned by Illinois Power Specia Purpose Trust (“Trust”). lllinois
Power acts as Servicer to bill and collect the IFCs from retail customers and to remit the
IFCs to the Trustee, on Trust’s behdf. Illinois Power’'s obligations as Servicer are largdy
governed by an Intangible Trangtion Property Servicing Agreement between IP and Illinois
Power Securitization Limited Liability Company, whose rights are assgned to Trust. The
IFCs that Illinois Power, as Servicer, hills to retal customers are not charges of lllinois
Power but of Trust, and payment of the IFCs is owed by the customer to Trugt, not to
[llinois Power.

What is the underlying credit risk thet the provisions of the TFO relating to collection and
remittance of IFCs by RESs and other third-party collectors are intended to address?

To answer that question, | need firgt to provide some background. The THIs are AAA-
rated. They are AAA-rated because they are regarded by the rating agencies as having an
extremdy high likdihood of both timey payment of principd and interest, and ultimate

payment of principal and interest. These are two distinct concepts. A security that had a
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high likelihood of ultimate payment of principal and interest but some risk of untimely (i.e,
delayed) payment of principal and interest would be regarded as a worse credit than a
security with high probability of both ultimate payment and timely payment.

Principd and interest, as well as other administrative expenses associated with the TFIs,
are paid by the Trugt to the THl holders each quarter using the IFCs that have been
collected from customers by IP as Servicer, and remitted by IP to the Trust. Every six
months, the per-kwh IFCs are re-set based on the amount of IFC collections that are
needed over the ensuing Six months to support payment of principa, interest and expenses
for that period. This calculation takes into account the extent to which there have been
overcollections or undercollections during the preceding six months. Overcollections during
a particular sx-month period are not Smply “kept” by the Servicer or the Trustee to
provide a cushion againg possible future undercollections; rather, overcollections in a Sx-
month period serve to reduce the level of the per-kwh IFCs that must be hilled in the
succeeding six-month period. Thus, dthough there are some reserves provided, the ability
of the Trust to pay principal and interest to the THl holders each quarter as scheduled --
that is, to make timely payment as well as ultimate payment -- is dependent on predictable
levels of IFC collections.

At the time that the TFI issuance was being structured, in the latter part of 1998, Illinois
Power was 4iill providing only fully bundled eectric service to its retall customers. One of

the things the security rating agencies paid close atention to, in reaching the conclusion that
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the TH could berated AAA, was the qudity of IP s systems and procedures for caculating
and issuing customer hills, and collecting payments and posting them to customer accounts.
Ancther thing the rating agencies carefully scrutinized was IP's historical data on both the
timeliness of payment of bills by customers and the extent of non-payments by customers.
Two factors that enabled the rating agencies to determine the THs could be AAA-rated
were: (1) the qudity and regularity of IP's sysems and procedures for caculating and
issuing customer hills, collecting payments and posting them to the appropriate customers
accounts, and pursuing collections from late-paying or non-paying customers, and (2) the
facts (supported by historical data) that a high percentage of eectric utility customers pay
their bills on time and that a high (though lesser) percentage of dectric customers ultimately
pay their bills, even though some pay late. The extensve historicd data avalable on the
timdiness and ultimate certainty of bill payments by retail dectric cusomers enabled the
rating agencies to evauate, with a good degree of predictability, the risk that there would be
sufficient non-payment or late payment of IFCs by retail customers to thresten ether the
timeiness of the quarterly payment of principa and interest on the TFIs, or the ultimate
certainty of payment.

At the time the TFl transaction was being structured and the THs were issued, IP
provided only bundled dectric service. However, it was envisoned with the advent of
unbundling that RESs and other entities would become involved in transmitting bills for IP's

services to customers and in collecting payments from customers and remitting those
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payments to IP. The fact that third parties would become involved in the billing and
collection relationship between IP and the retaill customer was of concern to the rating
agencies because it introduced new, largely unknown risks into the andyss. By “largey
unknown,” | mean that in contrast to the large body of historicd data available on the
timdiness of individua customers payment of their bills to IP, there was no comparable
body of data or experience on the reliability and timeliness of third parties who in the future
might ether tranamit IP's bills to the retail customer, or collect payments from the retail
customer for remittance to IP. Specific areas in which additional risk was introduced were:
(2) Bills would not be transmitted to customers only by 1P, using its established systems and
procedures that the rating agencies had had the opportunity to evaluate, but dso by new
entities whose systems and procedures were unknown. (2) There was the risk that
athough the customer made a timely payment to the third party, the third party might not
make atimely remittance of the customer’s payment to IP. (3) Therewasarisk that athird
party could go into bankruptcy or otherwise default while holding payments from numerous
cusomers. Such a bankruptcy or other default would a a minimum result in a delay in the
ultimate remittance of IFC payments to IP and thus jeopardize the timeliness of payment of
principa and interest to the TFl holders. These were materidly different risks from the
predictable likelihood that an individua customer would pay late, or fal to pay, its dectric

hill to lllinois Power.
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Therefore, in order to obtain AAA ratings on the THI, the rating agencies ingsted on
provisons being included in the transaction sructure to minimize the likdihood of untimey
remittance by third parties collecting payments by customers, including the risk of default by
such a third party while holding multiple cusomer payments. These provisons included
requiring that third parties that handled collection of customer payments and remittance to
IP make the remittance of IFC collections to IP within specified time periods, and that such
entities demongtrate acceptable levels of creditworthiness.

Were the provisons that wereincluded in IP s TFO developed by 1P?

Not unilaterdly. Asthe summary of the testimony at pages 13-15 of the TFO indicates, IP,
based on discussions with the rating agencies, proposed different provisons than those
ultimately included in the TFO. Commonwedth Edison (“ComEd”), which was a0 in the
process of obtaining a TFO at about the same time in 1998, adso proposed provisons
addressed to this issue.  Commisson Staff and a least one potentil RES that had
intervened in the TFO cases had objections to the provisons proposed by IP and by
ComEd. As aresult, the provisons that ultimately appeared in the IP and ComEd TFOs
were negotiated among these parties.

Basad on the history and purpose of these provisions as you have described, isthere a
relaively smple way to characterize what types of entities were intended to be covered by

the third party collector provisonsin the TFO?
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Yes, | would say that the third party collector provisons were intended to apply to any
entity that isin the business of, among other things, collecting payments of amounts billed for
IP s tariffed electric services from retail customers and/or remitting collections or payments
to IP on the customers behalf.
Why do you refer to any entity thet is*in the business of” collecting paymentsfor IP s
services from customers and remitting the collectionsto IP?
| am intending to exclude persons or entities that may take care of seeing to payment of just
one or two customers hills, such as afriend or relative who takes responsbility for seeing
to it that an dderly customer’s eectric hill ispaid on time. In such Stuations, the third party
is not handling the customer’s payments for commercia purposes. Such Stuations do not
appreciably change the risk that the individua customer will not pay the bill or will make an
untimely payment. These Situations do not present the risk that | described above of athird
paty going into bankruptcy or othewise defaulting while holding multiple customer
payments. In contrast, such an event could occur in the case of a company that has entered
the business of acting as agent for retal customers in their dedlings with utilities, and thus
recelves and remits payments from multiple customers in the aggregate.

| am aso intending to exclude Stuations in which a cusomer has multiple locations and
is requesting that the bills for al of those locations be sent to a single corporate office. For
example, if IP hasten stores of aretall chain in its service area and they dl request that their

IP bills be sent to a single regiond or corporate office of the company for processng and
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payment, IP would not view the regiond or corporate office as a commercia entity in the
business of collecting or remitting payments on behdf of other cusomers. In this Stuetion,
the retail chain sore company is Hill the cusomer of record and is paying its own bills
directly to IP.

Do you agree with Dr. Schiaf and Mr. Phillips that how to apply the “third party collector”
provisons of the TFO is confusing?

| believe that one could be confused if one focused solely on the words “being billed” and
“collector” and does not consider the background that led to these provisons, but | do not
believe that there should be confusion if one focuses on the entirety of these provisons and
understands the background behind their development. The actua obligations that the TFO
authorizes IP to impose on “third party collectors’ relate to the functions of collection and
remittance of payments, not to the function of transmitting the bill to cusomers. Therefore,
as | have indicated above, the key to the gpplication of these provisons should be whether
another commercid entity is inserted into the process of remittance of payments from the
retail customer to IP.

But aren't there entities that undertake to remit customers payments to the utility without
aso recalving the customer’shill and passing it on, in whatever form, to the customer?

Yes, and this is where the requirement that an entity must be receiving the hills for IP's
sarvices to the retall customer comes in.  An entity could agree with a customer that the

customer will continue to receive the bill directly from the utility but then will give the hill,
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and the funds for payment, to the entity for remittance to the utility. 1P has no control over
these gtuations in that al IP does is receive the payment from the entity — IP is not being
asked to send the customer’s hill to the entity. However, where IP is asked to send the
customer’s hill to another entity, then 1P has the ability to require the entity to comply with
the third party collector requirements. The TFO recognizes this. | should add that while
gtuations exist in which an entity does not receive and tranamit to the cusomer IP s billing
information but does receive the customer’s payment and remit it to 1P, the reverse Stuation
would seem highly unlikely (i.e. the entity receives and passes on IP s hill to the customer
but is not involved in the remittance of payment from the customer to IP).

MidAmerican witness Phillips states that the collection risk with regard to collection of IFCs
from the customer does not change when an agent acts on behalf of a customer, because
the customer is il ultimately liable for payment. Do you agree?

No, | do not agree. Even if the cusomer remains ultimately liable for payment to IP of
monies that the customer has dready given to the agent but the agent fails to remit to IP,
there would certainly be some ddlay experienced in obtaining the second payment from the
customer. This could jeopardize the sufficiency of IFC collections in a quarter to cover the
scheduled payment of principal and interest on the TFIs, and thus jeopardize the timeliness
of payment of principa and interest on the TFIs, which is an important factor in their AAA
rating. Further, introduction of agents into the process additionaly increases the risks of

untimely payment or of non-payment to the extent that the agent is acting not just for one
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retall cusomer but rather for multiple IP retall customers, which | assume is part of
MidAmerican's business objectives.

Proposed Section 6(u) of IP's Standard Terms and Conditions as filed in this case Sates
that “Any entity seeking to bill customers for utility service must Sgn an agreement provided
by utility governing the remittance to utility of amounts owed by customers to utility,
including IFC payments.” Can you think of any revisons to this language that would make
its intended coverage clearer?

Based on my review of Dr. Schlaf’s and Mr. Phillips tesimony on this topic and my
explanation of the background and purpose of the TFO provisons, | would suggest using
the following language for Section 6(u): “Any commercid entity receiving Utility’s charges
to Customer and assuming responghility for remitting payment of Utility’s charges from or
on behdf of Customer must Sgn an agreement provided by Utility governing the remittance
to Utility of amounts owed by customer to Utility, including IFC payments.” Similar changes
should be made to Section 7.B of SC 110. This language would be consstent with the
intended coverage of the TFO provisons, as| have explained.

V. Revenue Requir ement

Please describe I P Exhibit 3.24.
IP Exhibit 3.24 shows the development of the Company’s revised eectric distribution
revenue requirement, reflecting changes to various rate base and operating expense

components as described in the surrebuttal testimonies and exhibits sponsored by IP
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witnesses Carter, Barud, and me. These revisons include the impact of the Company’ s full
or partid acceptance of pogtions of Staff and intervenor witnesses. Line 29, Revenue
Requirement for Individud Columns, changes for each column due to the impact of the
revised cost of capital as well as changes to rate base, operating expenses and the gross up
of deferred ITC tax amortization. The following list describes each column of IP Exhibit
3.24, identifies those columns that have been revised or added, as compared to IP Exhibit
3.15, and references the exhibit(s) which is the source of each of these columns:

*  Column (2): This column shows the unadjusted functionalized balances for each
component of rate base and operating expenses as of December 31, 2000. See IP
Exhibits 1.15 (Carter).

*  Column (3): This column shows the adjusments for Energy Delivery Rate Base
Additions and the related Accumulated Provison for Depreciation and Amortization,
and Depreciation and Amortization Expense. See IP Exhibits 1.65, 1.67 and 1.75
(Carter) and 2.18-2.20 (Barud).

*  Column (4): This column shows the adjusment for Corporate Capitd Additions and
the related Accumulated Provision for Depreciation and Amortization and Depreciation
and Amortization Expense. See IP Exhibits 1.64, 1.65, 1.67 and 1.75 (Carter).

*  Column (5): This column shows the adjustment for the Load Research Program. See

IP Exhibits 6.1 and 6.5 (Jones) and 1.65, 1.67 and 1.75 (Carter).
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Column (6): This column shows the adjusment for FAS 109 Grossup. See IP
Exhibit 1.6 and 1.65 (Carter).

Column (7):  This column shows the adjustment for CWIP transferred to Utility Plant
in Service. See Corrected Revised |P Exhibit 1.7 and 1P Exhibits 1.65, 1.67 and 1.75
(Carter).

Column (8): This column shows the adjustment for Facilities No Longer in Use. See
|P Exhibits 1.8, 1.29, 1.65, 1.67 and 1.75 (Carter).

Column (9): This column shows the adjussment for Cash Working Capitd. See IP
Exhibit 1.66 (Carter).

Column (10): This column shows the adjustment for Rate Case Expense. See IP
Exhibit 1.16 (Carter).

Column (11): This column shows the adjustment for Postal Rete Incresse. See IP
Exhibit 1.17 (Carter).

Column (12):  This column shows the adjustment for Insurance Expense. See IP
Exhibit 1.18 (Carter).

Column (13): This column shows the adjustment for costs of the Standards of
Conduct/Functional Separation Rulemaking. See IP Exhibit 1.19 (Carter).

Column (14): This column shows the adjustment for codts of the Affiliate Transactions

rulemaking. See IP Exhibit 1.20 (Carter).
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Column (15): This column shows the adjustiment for Y2K Expense. See IP Exhibit
1.45 (Carter).
Column (16): This column shows the adjustment associated with the cost of Company
use of electricity. See IP Exhibit 1.24 (Carter).
Column (17): This column shows the adjusment for passthrough taxes. See IP
Exhibit 1.25 (Carter).
Column (18): This column shows the adjustment for increased payroll costs. See IP
Exhibit 1.76 (Carter).
Column (19): This column shows the adjustment for Federa Insurance Contributions
Act taxes. See IP Exhibit 1.27 (Carter).
Column (20): This column shows the adjustment for severance costs and trangtion
employees. See Corrected Revised IP Exhibit 1.28 (Carter).
Column (21): This column shows the adjusment for Dynegy senior executive
compensation. See |P Exhibit 1.77 (Carter).
Column (22): This column shows the adjustment for implementation of the Operations
Compliance Group. See|P Exhibit 2.1 (Barud).
Column (23): This column shows the adjustment to normaize orm damage expense.

See |P Exhibit 2.11 (Barud).
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Column (24): This column shows the adjusment for Accumulated Depreciation of
Plant in Service as of December 31, 2000, through September 30, 2001. See IP
Exhibit 1.74 (Carter).

Column (25): This column shows the adjustiment for Accumulated Deferred Taxes on
Plant in Service as of December 31, 2000, through September 30, 2001. See IP
Exhibit 1.74 (Carter).

Column (26): This column shows the adjustment to Unamortized Pre-1971 Investiment
Tax Credit, as proposed by CUB/AG witness Effron. The amount in this column has
been revised to correct an error in my rebutta exhibit, IP Exhibit 3.15.

Column (27): This column shows the adjustment to remove the test year expense for
the “Duke Engineering” litigation, as proposed by CUB/AG witness Effron.

Column (28): This column shows the adjustments to remove a portion of EEI Dues that
is used for lobbying purposes, as proposed by Staff witness Pearce.

Column (29): This column shows the adjustment to amortize certain test year Injuries
and Damages costs. See |P Exhibit 1.60. (Carter).

Column (30): This column shows the adjusment for use of the correct dlocation
method under Services and Facilities Agreement for charges billed by Dynegy, as
proposed by Staff witness Hathhorn.

Column (31): This column shows the adjustment to iminate certain reimbursements to

Clinton Power Station employees, as proposed by Staff witness Hathhorn.



429

430

431

432

433

435

436

437

438

439

441

442

445

446

447

35. Q.

IP Exhibit 3.17
Page 23 of 25

*  Column (32): This column shows the adjusment for additiond metering and hilling
expenses reding to the additional customers at year end 2000 included in the billing
determinants as proposed by CUB/AG witness Effron. See IP Exhibit 8.13 (Althoff).

*  Column (33): This column shows the adjustment to remove the expense for IP's pro
rata share of the annua contribution to the Energy Efficiency Fund, as proposed by
Staff witness Pearce.

*  Column (34): This column shows the adjustment to remove Illinois Energy Association
dues as proposed by Staff witness Pearce. See IP Exhibit 1.73 (Carter).

*  Column (35): This column shows the Totd Pro Forma Adjusments. The Totd Pro
Forma Adjustments are revised from the total shown on IP Exhibit 3.15 due to the
changes and/or additions to the adjustments in Columns (3), (4), (9), (18), (21), (24),
(25), (26), (27) and (34).

*  Column (36) This column shows the adjusted Total Rate Base and Tota Operating
Expenses. Total Rate Base is now $909,163,000 (versus $931,315,000 on IP Exhibit
3.15). Tota Operating Expenses are now $190,146,000 (versus $190,357,000 on IP
Exhibit 3.16).

Please describe IP Exhibit 3.25
IP Exhibit 3.25 presents the caculation of the dectric distribution revenue requirement
basad on the Company’s surrebuttal position. Comparing page 1 of IP Exhibit 3.25 to

page 1 of IP Exhibit 3.16: (1) Line (1), Net Rate Base, is now lower by $22,152,000 due
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to the aggregate impact of the revisions to rate base presented by 1P witnesses Carter and
Barud; (2) Line (2), Before-Tax Weighted Cost of Capitdl, is lower (8.92% vs. 9.17%) as
a result of the changes | described earlier in this testimony; (3) Line (3), Return
Requirement, is now lower by $4,305,000 due to the changesto Lines (1) and (2); (4) Line
(4), Income Tax Savings Due to Interest Synchronization Deduction, is now lower by
$1,597,000 due to the changes to Origind Cost Rate Base and to the Weighted Cost of
Debt, as shown on page 2 of IP Exhibit 3.25; (5) Line (4a), shows the Amortization of
Investment Tax Credit, as proposed by CUB/AG witness Effron; (6) Line (5), After-tax
Rate Base Return Requirement, is now lower by $2,708,000 as a result of the changes to
Lines (1) through (4); (7) Line (6), Times Gross-up Conversion Factor, uses the conversion
factor of 1.66431 reflecting incluson of an uncollectible factor of .0041 in the gross-up
converson factor as proposed by Staff witness Hathhorn; (8) Line (7), Requested Return
Grossed Up for Income Taxes, is now lower by $4,507,000, as aresult of changesto Lines
(1) though (4a); and (9) Line (8), Operating Expenses before Income Taxes, is now lower
by $211,000 due to the changes to various operating statement components presented by
IP witness Carter in her surrebuttal testimony. The resulting eectric digtribution revenue
requirement, shown on Line (10) on page 1 of IP Exhibit 3.25, is now $299,430,000, as
compared to an eectric ditribution revenue requirement of $304,148,000 shown on page
1 of IP Exhibit 3.16, i.e., adecrease of $4,718,000.

Does this conclude your surrebuital testimony?
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Line
No.

Illinois Power Company

Embedded Cost of Preferred Stock
Net Proceeds Method
Asof August 31, 2001

Annua
Amortization of Annua Annua Dividend
Number of Shares Par Value Premium or Unamortized Net proceeds Discount or Amortization of Expense
Dividend rate, type, par value Date |ssued Maturity Date QOutstanding Outstanding (Discount) |ssue Expense (5)+(6)-(7) Premium Issue Expense Annual Dividends (9)+(10)+(11)
@ @ (©) O] ® (6) U] ® ©) (109 (1 (12)
Preferred Stock (non-tax advantaged)
Serial preferred stock, cumulative, $50 par value
4.080%  04/24/1950 N/A 225,510 $11,275,500 $224,334 $203,254 $11,296,580 $0 $0 $460,040 $460,040
4.260%  11/01/1950 N/A 104,280 5,214,000 10,366 24,676 5,199,690 - - 222,116 222,116
4.700%  03/10/1952 N/A 145,170 7,258,500 - 32,156 7,226,344 - - 341,150 341,150
4.420%  02/11/1953 N/A 102,190 5,109,500 - 27,494 5,082,006 - - 225,840 225,840
4.200%  09/23/1954 N/A 143,760 7,188,000 - 34,145 7,153,855 - - 301,896 301,896
7.750%  06/21/1994 N/A 191,765 9,588,250 (81,505) 35,076 9,471,669 - - 743,089 743,089
Total August 31, 2001 $45,633,750 $153,194 $356,799 $45,430,145 $0 $0 $2,294,132 $2,294,132
Embedded Cost of Preferred Stock (non-tax advantaged) 5.05%
Preferred Securities (tax advantaged)
Mandatorily Redeemable Preferred Securities
MIPS 9.45% 10/06/1994 05/01/2000 $0 $0 $2,784,445 ($2,784,445) $0 $65,894 $0 $65,894
TOPrS 8.00% 01/17/1996 01/01/2045 100,000,000 - 2,917,934 97,082,066 - 67,321 8,000,000 8,067,321
Total August 31, 2001 $100,000,000 $0 $5,702,378 $94,297,622 $133,215 $8,000,000 $8,133,215
Embedded Cost of Preferred Securities (tax advantaged) 8.63%
T
m
x
=
g
w
Y
©

Note : No pro forma adjustments for Preferred Stock or Preferred Securities
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26
27
28
29
30
31
32
33

35
36
37
38
39
40
41
42
43

45
26
47

49

51

Debt
Type
@

Loss on Reacquired Debt
Loss on Reacquired Debt
Loss on Reacquired Debt
Loss on Reacquired Debt
Loss on Reacquired Debt
Loss on Reacquired Debt
Loss on Reacquired Debt
Loss on Reacquired Debt
Loss on Reacquired Debt
Loss on Reacquired Debt
Loss on Reacquired Debt
Loss on Reacquired Debt
Loss on Reacquired Debt
Loss on Reacquired Debt
Loss on Reacquired Debt
Loss on Reacquired Debt
Loss on Reacquired Debt
Loss on Reacquired Debt
Loss on Reacquired Debt

New Mortgage Bond
New Mortgage Bond

Auction Rate Debt

Auction and Remarketing Fees

New Mortgage Bond
New Mortgage Bond
New Mortgage Bond

Auction Rate Debt

Auction and Remarketing Fees

New Mortgage Bond

Remarketing and LOC Fees

New Mortgage Bond
New Mortgage Bond
New Mortgage Bond
New Mortgage Bond

New Mortgage Bond

Debt
Issue

@]

Series 14.5% & 12%

Series 7.600%
Series 7.625%
Series 10.500%
Series 8.625%
PCB Series C 10.750%
PCB Series D 11.625%
PCB Series E 10.750%
Series 9.875%
Series 9.375%

PCB SeriesF,G,H 7.625%

PCB Series| 8.300%
Series 8.875%
Series 12.000%
Series 7.500%

PCB Series 5.400%
PCB Series 7.375%
Series 7.950%
Series 8.750%

Series 6.500%
Series 6.750%

PCB Series X Adjustable
PCB Series X Adjustable

Date Maturity
Issued Date
3 4

09/01/1996 09/01/2016
12/01/1993 10/01/2001
09/01/1993 04/01/2003
05/01/1991 09/01/2004
04/01/1993 03/01/2005
07/01/1991 11/01/2028
05/01/1994 02/01/2024
07/01/1991 12/01/2024
11/01/1990 07/01/2016
03/01/1993 02/01/2023
06/01/1997 04/01/2032
07/01/1987 04/01/2017
03/01/1993 02/01/2023
01/01/1988 11/01/2012
08/01/1993 07/15/2025
03/01/1998 03/01/2028
07/01/1999 12/01/2008
12/01/1998 12/01/2008
01/01/1999 12/01/2008

08/01/1993 08/01/2003
03/15/1993 03/15/2005

05/01/2001 03/01/2017
05/01/2001 03/01/2017

Loss on Reacquired Debt

PCB SeriesU 5.700%
PCB SeriesV 7.400%
Series 7.500%

PCB Series W Adjustable
PCB Series W Adjustable

02/01/1994 02/01/2024

12/01/1994 12/01/2024

07/22/1993 07/15/2025

05/01/2001 11/01/2028
05/01/2001 11/01/2028

Loss on Reacquired Debt

PCB Series P.Q,R Adjustable
PCB Series P.Q,R Adjustable

PCB Series S 5.400%

PCB Series T 5.400%

Series 6.250%

Series 6.000%

Series 7.500%

Total Long-Term Debt 2000 Ending Balances, Adjusted

04/10/1997 04/01/2032
04/10/1997 04/01/2032

03/06/1998 03/01/2028

03/06/1998 03/01/2028

07/15/1998 07/15/2002

09/16/1998 09/15/2003

06/29/1999 06/15/2009

Illinois Power Company

Embedded Cost of Long-Term Debt

Principal
Amount

®)

$150,000,000
35,000,000
60,000,000
50,000,000
100,000,000
150,000,000
75,000,000
150,000,000
75,000,000
125,000,000
150,000,000
33,755,000
100,000,000
75,000,000
200,000,000
52,455,000
84,710,000
72,000,000
125,000,000

100,000,000
70,000,000

75,000,000
75,000,000

35,615,000
84,150,000
200,000,000

111,770,000
111,770,000

150,000,000
150,000,000

18,700,000
33,755,000
100,000,000
100,000,000

250,000,000

Net Proceeds M ethod
Asof August 31, 2001

Annualized Annualized Annualized
Face Unamortized Unamortized Carrying Coupon Amortization of Annualized Interest
Amount Debt Discount Debt Vaue Expense Debt Discount Amortization of Expense
Outstanding (Premium) Expense (6)-(7)-(8) (2) x (6) (Premium) Debt expense (10)+(11)+(12)
(6) @] () (9) (10 (1) (12 (13
$0 $0 $9,791,960 ($9,791,960) $0 $0 $652,800 $652,800
8,023 (8,023) 8,023 8,023
265,099 (265,099) 167,424 167,424
489,867 (489,867) 163,284 163,284
1,256,703 (1,256,703) 359,058 359,058
4,925,492 (4,925,492) 181,308 181,308
1,520,221 (1,520,221) 67,812 67,812
2,475,607 (2,475,607) 106,476 106,476
274,209 (274,209) 18,486 18,486
7,158,744 (7,158,744) 334,260 334,260
5,500,351 (5,500,351) 179,844 179,844
3,657,815 (3,657,815) 234,726 234,726
3,608,035 (3,608,035) 168,468 168,468
322,578 (322,578) 28,884 28,884
2,269,447 (2,269,447) 227,640 227,640
1,153,545 (1,153,545) 43,530 43,530
7,623,170 (7,623,170) 1,039,524 1,039,524
3,145,065 (3,145,065) 428,868 428,868
4,606,260 (4,606,260) 628,128 628,128
100,000,000 247,338 26,733 99,725,929 6,500,000 128,778 13,918 6,642,696
70,000,000 189,441 36,357 69,774,202 4,725,000 53,499 10,268 4,788,767
75,000,000 1,894,143 73,105,857 2,512,500 122,208 2,634,708
415,092 415,092
536,347 (536,347) 34,608 34,608
35,615,000 4,986,747 1,367,740 29,260,513 2,030,055 222,239 60,955 2,313,249
84,150,000 653,836 3,012,553 80,483,611 6,227,100 28,096 129,452 6,384,648
65,630,000 723,034 66,745 64,840,221 4,922,250 30,265 2,794 4,955,309
111,770,000 3,548,892 108,221,108 3,744,295 130,632 3,874,927
564,256 564,256
1,391,759 (1,391,759) 51,228 51,228
150,000,000 2,654,761 147,345,239 5,025,000 86,733 5,111,733
301,726 301,726
18,700,000 516,993 18,183,007 1,009,800 19,494 1,029,294
33,755,000 522,187 33,232,813 1,822,770 19,690 1,842,460
95,675,000 14,165 183,379 95,477,456 5,979,688 16,330 211,369 6,207,387
90,000,000 73,267 312,718 89,614,016 5,400,000 35,900 153,227 5,589,127
250,000,000 287,230 1,836,704 247,876,067 18,750,000 36,839 235,574 19,022,413
$1,180,295,000 $7,175,057 $77,960,201 $1,095,159,742 $69,929,532 $551,946 $6,320,693 $76,802,171
Embedded Cost of Long Term Debt 7.01%

NOTE: Long-term debt ties to 2000 FERC Form 1 excluding the Fair Market Value Adjustment of $10.5 million . Loss on reacquired debt is presented here asif the
Company had not discontinued accounting for generation assets under FAS 71.

0c'e 1aux3 di



IP Exhibit 3.21

lllinois Power Company
Transitional Funding Instruments
(Dollars Unless Otherwise Indicated)

Month Collection Discount Present Month Collection Discount Present
No. Date Amount Factor Value No. Date Amount Factor Value
1 Sep-01 $ 10,329,650 0.995418 (10,282,322) 45 May-05 $8,743,208 0.813300 (7,110,852)
2 Oct-01 10,234,070 0.990857 (10,140,504) 46 Jun-05 8,743,208 0.809574 (7,078,271)
3 Nov-01 10,234,070 0.986317 (10,094,042) 47 Jul-05 8,644,822 0.805864 (6,966,553)
4 Dec-01 10,234,070 0.981798 (10,047,793) 48 Aug-05 8,644,822 0.802172 (6,934,634)
5 Jan-02 9,997,498 0.977300 (9,770,554) 49 Sep-05 8,644,822 0.798497 (6,902,861)
6 Feb-02 9,997,498 0.972822 (9,725,788) 50 Oct-05 8,545,102 0.794838 (6,791,972)
7 Mar-02 9,997,498 0.968365 (9,681,226) 51 Nov-05 8,545,102 0.791196 (6,760,853)
8 Apr-02 9,901,918 0.963928 (9,544,736) 52 Dec-05 8,545,102 0.787571 (6,729,876)
9 May-02 9,901,918 0.959511 (9,501,004) 53 Jan-06 8,445,382 0.783963 (6,620,864)
10 Jun-02 9,901,918 0.955115 (9,457,472) 54 Feb-06 8,445,382 0.780371 (6,590,528)
11 Jul-02 9,806,028 0.950739 (9,322,973) 55 Mar-06 8,445,382 0.776795 (6,560,332)
12 Aug-02 9,806,028 0.946383 (9,280,257) 56 Apr-06 8,345,662 0.773236 (6,453,166)
13 Sep-02 9,806,028 0.942047 (9,237,737) 57 May-06 8,345,662 0.769693 (6,423,599)
14 Oct-02 9,709,908 0.937730 (9,105,277) 58 Jun-06 8,345,662 0.766167 (6,394,168)
15 Nov-02 9,709,908 0.933434 (9,063,558) 59 Jul-06 8,245,942 0.762656 (6,288,819)
16 Dec-02 9,709,908 0.929157 (9,022,031) 60 Aug-06 8,245,942 0.759162 (6,260,005)
17 Jan-03 9,613,788 0.924900 (8,891,792) 61 Sep-06 8,245,942 0.755684 (6,231,322)
18 Feb-03 9,613,788 0.920662 (8,851,052) 62 Oct-06 8,146,222 0.752221 (6,127,760)
19 Mar-03 9,613,788 0.916444 (8,810,498) 63 Nov-06 8,146,222 0.748775 (6,099,684)
20 Apr-03 9,517,668 0.912245 (8,682,445) 64 Dec-06 8,146,222 0.745344 (6,071,736)
21 May-03 9,517,668 0.908065 (8,642,663) 65 Jan-07 8,046,502 0.741929 (5,969,932)
22 Jun-03 9,517,668 0.903905 (8,603,064) 66 Feb-07 8,046,502 0.738529 (5,942,579)
23 Jul-03 9,421,088 0.899763 (8,476,748) 67 Mar-07 8,046,502 0.735146 (5,915,351)
24 Aug-03 9,421,088 0.895641 (8,437,909) 68 Apr-07 7,946,782 0.731777 (5,815,275)
25 Sep-03 9,421,088 0.891537 (8,399,248) 69 May-07 7,946,782 0.728425 (5,788,630)
26 Oct-03 9,324,248 0.887452 (8,274,823) 70 Jun-07 7,946,782 0.725087 (5,762,108)
27 Nov-03 9,324,248 0.883386 (8,236,910) 71 Jul-07 7,846,200 0.721765 (5,663,111)
28 Dec-03 9,324,248 0.879338 (8,199,170) 72 Aug-07 7,846,200 0.718458 (5,637,164)
29 Jan-04 9,227,408 0.875309 (8,076,838) 73 Sep-07 7,846,200 0.715166 (5,611,335)
30 Feb-04 9,227,408 0.871299 (8,039,831) 74 Oct-07 7,744,500 0.711889 (5,513,226)
31 Mar-04 9,227,408 0.867307 (8,002,994) 75 Nov-07 7,744,500 0.708627 (5,487,965)
32 Apr-04 9,130,568 0.863333 (7,882,721) 76 Dec-07 7,744,500 0.705381 (5,462,821)
33 May-04 9,130,568 0.859377 (7,846,604) 77 Jan-08 7,642,800 0.702149 (5,366,383)
34 Jun-04 9,130,568 0.855440 (7,810,652) 78 Feb-08 7,642,800 0.698932 (5,341,795)
35 Jul-04 9,033,728 0.851520 (7,692,404) 79 Mar-08 7,642,800 0.695729 (5,317,320)
36 Aug-04 9,033,728 0.847619 (7,657,159) 80 Apr-08 7,541,100 0.692542 (5,222,525)
37 Sep-04 9,033,728 0.843735 (7,622,075) 81 May-08 7,541,100 0.689368 (5,198,597)
38 Oct-04 8,936,888 0.839869 (7,505,819) 82 Jun-08 7,541,100 0.686210 (5,174,778)
39 Nov-04 8,936,888 0.836021 (7,471,429) 83 Jul-08 7,439,400 0.683066 (5,081,600)
40 Dec-04 8,936,888 0.832191 (7,437,197) 84 Aug-08 7,439,400 0.679936 (5,058,317)
41 Jan-05 8,840,048 0.828378 (7,322,901) 85 Sep-08 7,439,400 0.676821 (5,035,141)
42 Feb-05 8,840,048 0.824582 (7,289,348) 86 Oct-08 7,337,700 0.673720 (4,943,554)
43 Mar-05 8,840,048 0.820804 (7,255,950) 87 Nov-08 7,337,700 0.670633 (4,920,903)
44 Apr-05 8,743,208 0.817044 (7,143,582) 88 Dec-08 (1,302,300) 0.667560 869,364
Sub-Total $(377,841,101) Sub-Total $(255,758,899)
Amount (over)/undercollected Jan-Jun 2001= $845,952
With Discount Rate = 5.67% Total PV= (633,600,000)
Ending Balances Interest/ Net Proceeds= 633,600,000
as of August 2001 Amortization NPV= 0)
TFI Balance $ 633,600,000 $ 35,925,120
Less: Discount 60,527.66 8,348.64
Debt Expense 4,730,173.56 652,437.96
Unamortized Loss 38,021,162.56 5,244,298.20

$ 590,788,136.22 $41,830,204.80

Cost Rate 7.08%




Line
No.

Month
1)

Notes Payable
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Revolving Credit Agreement

February 2001
March

April

May

June

July

August
September
October
November
December
January 2002
February
Average

lllinois Power Company

Embedded Cost of Short-Term Debt
(Dollars Unless Otherwise Indicated)

Balance of Short-
Term Debt (1)

Net Amount

Balance of CWIP Outstanding (A)

Accruing AFUDC

2

$140,585,784
274,513,346
206,653,438
202,185,286
197,227,497
191,378,624
193,367,246
232,837,000
136,241,000
143,762,000
205,867,000
209,145,000
203,728,000

Commercial Paper Rate at August 2001

Annualized Interest on Short-term Debt

17

18

19

20

21

Effective Commercial Paper Rate

©)

$16,455,314
22,721,396
29,254,492
32,275,943
38,373,096
42,189,098
44,726,225
16,560,020
17,650,525
18,789,540
16,292,892
21,770,525
23,166,885

Revolving Credit Agreement in Support of Commercial Paper

Revolving Credit Agreement Facility Fee

Annual Fee on Revolving Credit Agreement

Percentage of Commercial Paper to Revolving Credit Agreement

Revolving Credit Agreement Cost in Support of Commercial Paper

22

23

Effective Commercial Paper Annualized Interest

Effective Commercial Paper Rate

(A) Monthly averages excluding negative amounts.
(B) Column 5 line 14 times Column 5 line 15.

(C) Column 5 line 17 times Column 5 line 18.

(D) Column 6 line 19 times Column 6 line 20.

(E) Column 6 line 16 plus Column 6 line 21.

(2:3)
4

$124,130,470
251,791,951
177,398,947
169,909,343
158,854,401
149,189,526
148,641,022
216,276,980
118,590,475
124,972,460
189,574,108
187,374,475
180,561,115

Two-Month
Average

®)

$187,961,210
214,595,449
173,654,145
164,381,872
154,021,964
148,915,274
182,459,001
167,433,728
121,781,468
157,273,284
188,474,292
183,967,795
170,409,957

3.8500%

Outstanding
$300,000,000

0.125%

|P Exhibit 3.22

Annualized
Interest

(6)

$6,560,783 (B)

Annual Fee

$375,000 (C)

56.8%

$213,012 (D)

$6,773,796 (E)

3.98%



Line No.

(1)

1

Month
2

August 2001

IP Exhibit 3.23

Illinois Power Company
Common Stock Equity

for 2001
(Dollars)
Total Common
Paid-in Retained Common Stock Stock Equity
Capital Earnings Expense Treasury Stock  (3)+(4)+(5)+(6)
3) (4) (5) (6) (7

$1,274,199,742 $205,806,289  $(7212200.35) $(286367910) $1,186,425,920



Line

No.
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10
11

12
13

15

16

17

18
19
20
21
22
23
24
25
26
27
28

29

SUMMARY OF RATE BASE AND OPERATING EXPENSES AND PRO FORMA ADJUSTMENTS

ILLINOIS POWER COMPANY

($000)

Proforma #1 Proforma #2 Proforma #3 Proforma #4 Proforma #5 Proforma #6 Proforma #7 Proforma #8 Proforma #9 Proforma #10
Energy Delivery  Corporate Capital Load FAS 109 Plant Transfer Facilities No Cash Working Rate Case Postal Insurance
December 31, Rate Base Additions Research Gross-up from CWIP to UPIS Longer in Use Capital Expense Rate Increase Expense
2000 Additions Adjustment Adjustment  Adjustment Adjustment Adjustment Adjustment Adjustment Adjustment Adjustment
Description
(€] )] (©)] 4 ) (6) ®) 9 (10) (11) (12)
RATE BASE
Plant in Service
Distribution Plant in Service $1,392,655.0 $80,196.0 - $1,606.0 ($2,101.0) - - - - - -
General Plant in Service 193,902.0 1,976.0 $7,400.0 - (115.0) $5,913.0 ($7,346.0) - - - -
Intangible Plant in Service 63,479.0 1,303.0 3,387.0 - - 2,545.0 - - - - -
Accumulated Deprec - Distribution (573,562.0) 19,159.0 - (19.0) 717.0 - - - - - -
Accumulated Deprec - General (47,759.0) 67.0 7,284.0 - 75.0 (74.0) 6,934.0 - - - -
Accumulated Deprec - Intangible (49,696.0) (130.0) (339.0) - - (255.0) - - - - -
Net Plant in Service 979,019.0 102,571.0 17,732.0 1,587.0 (1,424.0) 8,129.0 (412.0) - - - -
Adjustments
Add:
Land Held for Future Use - - - - - - - - - - -
CWIP - Not Including AFUDC 5,592.0 - - - - - - - - - -
Depr Res - Contrib Electric Distribution 2,870.0 - - - - - - - - - -
Working Capital 6,873.0 - - - - - - 3,087.0 - - -
Less:
Reserve for Deferred Income Taxes (173,375.0) (2,388.0) (1,670.0) (33.0) - (289.0) 255.0 - - - -
Customer Deposit Balance (2,044.0) - - - - - - - - - -
Customer Advances for Construction (1,032.0) - - - - - - - - - -
Pre-1971 ITC (564.0) - - - - - - - - - -
Total Adjustments (161,680.0) (2,388.0) (1,670.0) (33.0) - (289.0) 255.0 3,087.0 - - -
Total Rate Base $817,339.0 $100,183.0 $16,062.0 $1,554.0 ($1,424.0) $7,840.0 ($157.0) $3,087.0 $0.0 $0.0 $0.0
Operating Expenses
Operation & Maintenance $51,243.0 - - $144.0 - - - - - - -
Customer Accounts Expense 12,087.0 - - - - - - - - $68.0 -
Customer Service and Informational Expense 4,950.0 - - - - - - - - - -
Sales Expense - - - - - - - - - - -
Administrative and General Expenses 63,521.0 - - - - $86.0 ($193.0) - $494.0 - $2,619.0
Depreciation Expense - Distribution Plant 31,890.0 $1,861.0 - 38.0 - - - - - - -
Depreciation Expense - General Plant 4,983.0 37.0 $173.0 - - 148.0 (152.0) - - - -
Amortization Expense - Intangible Plant 5,659.0 261.0 677.0 - - 509.0 - - - - -
Taxes Other Than Income 45,656.0 - - - - 96.0 (73.0) - - - -
Investment Tax Credit Adjustment - Net (573.0) - - - - - - - - - -
Total Operating Expenses $219,416.0 $2,159.0 $850.0 $182.0 $0.0 $839.0 ($418.0) $0.0 $494.0 $68.0 $2,619.0
Revenue Requirement for Individual Columns $318,579.0 $14,243.0 $2,789.0 $370.0 ($172.0) $1,785.0 ($437.0) $372.0 $494.0 $68.0 $2,619.0
5T
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ILLINOIS POWER COMPANY
SUMMARY OF RATE BASE AND OPERATING EXPENSES AND PRO FORMA ADJUSTMENTS

($000)
Proforma #11 Proforma #12 Proforma #13 Proforma #14 Proforma #15 Proforma #16 Proforma #17 Proforma #18 Proforma #19 Proforma #20 Proforma #21 Proforma #22
Conduct/Functional Affiliate Company Pass-Thru Payroll FICA Severance/ Dynegy Executive Operations ~ Storm Damage Accum Deprec
Separation Transaction Y2K Use Revenue Tax  Adjustment Tax Transition Bonuses Compliance  Normalization on Embedded
Rulemaking Rulemaking Expense Adjustment Elimination Adjustment Adjustment Adjustment Expense Expense Plant 12/00 -6/30/02
Line
No. Description
(€] (13) (14) (15) (16) 17 (18) (19) (20) (21) (22) (23) (24)
RATE BASE
Plant in Service
1 Distribution Plant in Service - - - - - - - - - - - -
2 General Plant in Service - - - - - - - - - - - -
3 Intangible Plant in Service - - - - - - - - - - - .
4 Accumulated Deprec - Distribution - - - - - - - - - - - (23,918.0)
5 Accumulated Deprec - General - - - - - - - - - - - (3,737.0)
6  Accumulated Deprec - Intangible - - - - - - - - - - - (4,244.0)
7 Net Plant in Service - - - - - - - - - - - (31,899.0)
Adjustments
Add:
8 Land Held for Future Use - - - - - - - - - - - -
9 CWIP - Not Including AFUDC - - - - - - - - - - . -
10 Depr Res - Contrib Electric Distribution - - - - - - - - - - - -
11 Working Capital - - - - - - - - - - - -
Less:
12 Reserve for Deferred Income Taxes - - - - - - - - - - - -
13 Customer Deposit Balance - - - - - - - - - - - -
14 Customer Advances for Construction - - - - - - - - - - - -
15 Pre-19711TC - - - - - - - - - - - -
16 Total Adjustments - - - - - - - - - - - -
17 Total Rate Base $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 ($31,899.0)
Operating Expenses
18 Operation & Maintenance - - ($52.0) $1,127.0 - $762.0 - ($867.0) - $77.0 $581.0 -
19 Customer Accounts Expense - - 1.0 - - 185.0 - (211.0) - - - -
20  Customer Service and Informational Expense - - - - - 115.0 - (131.0) - - - -
21 Sales Expense - - - - - - - - - - - -
22  Administrative and General Expenses $14.0 $51.0 86.0 - - 348.0 - (12,521.0) ($7,445.0) - - -
23 Depreciation Expense - Distribution Plant - - - - - - - - - - - -
24  Depreciation Expense - General Plant - - - - - - - - - - - -
25  Amortization Expense - Intangible Plant - - - - - - - - - - - -
26 Taxes Other Than Income - - - - ($12,067.0) - $52.0 (377.0) - - - -
27 Investment Tax Credit Adjustment - Net - - - - - - - - - - -
28 Total Operating Expenses $14.0 $51.0 $35.0 $1,127.0 ($12,067.0) $1,410.0 $52.0 ($14,107.0) ($7,445.0) $77.0 $581.0 $0.0
29 Revenue Requirement for Individual Columns $14.0 $51.0 $35.0 $1,127.0 ($12,067.0) $1,410.0 $52.0 ($14,107.0) ($7,445.0) $77.0 $581.0 ($3,847.0)
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ILLINOIS POWER COMPANY
SUMMARY OF RATE BASE AND OPERATING EXPENSES AND PRO FORMA ADJUSTMENTS

($000)
Proforma #23 Proforma #24 Proforma #25 Proforma #26 Proforma #27 Proforma #28 Proforma #29 Proforma #30 Proforma #31 Proforma #32
Accum Def Inc Taxes ~ Unamortized Duke EEi Dues Insurance Services & Eliminate Meter/ Billing Energy lllinois Energy
on Embedded Pre-1971 Litigation Adjustment Accrual Facilities Clinton NPS Expense Efficiency Association Revised Revised
Plant 12/00 -6/30/02 ITC Expense Amortization Adjustment Expenses Adjustment Adjustment Adjustment Total Adjusted
Pro Forma Deceber 31,
Adjustments 2000
Description (Col. 3 thru Col. 34)  (Col. 2 plus Col.35)
(€] (25) (26) (27) (28) (29) (30) (31) (32) (33) (34) (35) (36)
RATE BASE
Plant in Service

Distribution Plant in Service - - - - - - - - - - $79,701.0 $1,472,356.0
General Plant in Service - - - - - - - - - - 7,828.0 201,730.0
Intangible Plant in Service - - - - - - - - - - 7,235.0 70,714.0
Accumulated Deprec - Distribution - - - - - - - - - - (4,061.0) (577,623.0)
Accumulated Deprec - General - - - - - - - - - - 10,549.0 (37,210.0)
Accumulated Deprec - Intangible - - - - - - - - - - (4,968.0) (54,664.0)

Net Plant in Service - - - - - - - - - - 96,284.0 1,075,303.0

Adjustments

Add:

Land Held for Future Use - - - - - - - - - - - -

CWIP - Not Including AFUDC - - - - - - - - - - - 5,592.0

Depr Res - Contrib Electric Distribution - - - - - - - - - - - 2,870.0

Working Capital - - - - - - - - - - 3,087.0 9,960.0
Less: - -

Reserve for Deferred Income Taxes (3,448.0) - - - - - - - - - (7,573.0) (180,948.0)

Customer Deposit Balance - - - - - - - - - - - (2,044.0)

Customer Advances for Construction - - - - - - - - - - - (1,032.0)

Pre-19711TC - 26.0 - - - - - - - - 26.0 (538.0)

Total Adjustments (3,448.0) 26.0 - - - - - - - - (4,460.0) (166,140.0)
Total Rate Base ($3,448.0) $26.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $91,824.0 $909,163.0

Operating Expenses
Operation & Maintenance - - - - - - - - - - $ 1,772.0 $53,015.0
Customer Accounts Expense - - - - - - - 33.0 - - 76.0 12,163.0
Customer Service and Informational Expense - - - - - - - - (446.0) - (462.0) 4,488.0
Sales Expense - - - - - - - - - - - -
Administrative and General Expenses - - (1,030.0) (14.0) (3,225.0) (1,035.0) (2.0) - - (72.0) (21,839.0) 41,682.0
Depreciation Expense - Distribution Plant - - - - - - - - - - 1,899.0 33,789.0
Depreciation Expense - General Plant - - - - - - - - - - 206.0 5,189.0
Amortization Expense - Intangible Plant - - - - - - - - - - 1,447.0 7,106.0
Taxes Other Than Income - - - - - - - - - - (12,369.0) 33,287.0
Investment Tax Credit Adjustment - Net - - - - - - - - - - (573.0)

Total Operating Expenses $0.0 $0.0 ($1,030.0) ($14.0) ($3,225.0) ($1,035.0) ($2.0) $33.0 ($446.0) ($72.0) ($29,270.0) $190,146.0
Revenue Requirement for Individual Columns ($417.0) $3.0 ($1,030.0) ($14.0) ($3,225.0) ($1,035.0) ($2.0) $33.0 ($446.0) ($72.0) ($18,193.0) $300,386.0 (1)

(1) Line 29, Column 36 is different from Revenue Requirement on IP Exhibit 3.25, page 1, Line 10, by $956,000. This difference is the ITC amortizaiton of $573,000 times the gross-up conversion

factor of 1.66431. This adjustment is included on IP Exhibit 3.25, pagel, Lines 4a through 7.
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Line
No.
(1)

4a

8a

10

lllinois Power Company
Calculation of Delivery Services Revenue Requirement
(Thousands of Dollars)

Component
2

Net Rate Base 1/

Times Before-Tax Weighted Cost of Capital 2/

Return Requirement
Income Tax Savings on Interest Synchronization Deduction 3/
Amortization of Investment Tax Credits (ITC) 6/

After-tax Rate Base Return Requirement ( Line 3 plus Line 4 and Line 4a)

Times Gross-up Conversion Factor 4/

Requested Return Grossed Up for Income Taxes

Operating Expenses before Income Taxes but Including ITC 5/
Less: Amortization of Investment Tax Credits 6/
Operating Expenses before Income Taxes

Revenue Requirement

1/ IP Exhibit 3.24, Page 3, Line 17, Col. (36)

2/ IP Exhibit 3.18

3/ IP Exhibit 3.25, Page 2, Line 6

4/ Effective Federal income tax rate is 32.354%
Effective State income tax rate is 7.151%
Uncollectible adjustment rate is .41%
Combined effective income tax rate is 39.915%
Gross-up conversion factor =

1/((1 less Uncollectibes) - Tax Rate) = ( 1/ (1-.0041 - .39505)) = 1.66431

5/ IP Exhibit 3.24, Page 3, Line 28, Col. (36)
6/ IP Exhibit 3.24, Line 27

Exhibit 3.25
Page1lof 2

Revenue
Requirement
Calculation

(3)
$909,163
8.92%
$81,097
(15,205)
(573)
$65,319
1.66431
$108,711
$190,146
(573)

$190,719

_$299.430_



ILLINOIS POWER COMPANY
Interest Synchronization

Exhibit 3.25
Page 2 of 2

Amount

(000s)
Line Tax
No. Description Rate
(€] 2

1 Original Cost Net Rate Base 1/

2 Weighted Cost of Debt 2/

3 Synchronized Interest

4 Federal Income Tax Savings 32.354%

Uncollectible Savings 0.41%
5 State Income Tax Savings 7.151%
Total Tax Impact 39.915%
6 Total Income Tax Savings

1/ IP Exhibit 3.24, Page 3, Line 17, Col. 136

2/ Long-Term Debt
Transitional Funding Instruments
Short-Term Debt
Preferred Securities, Tax
Advantaged

2.41%
1.31%
0.21%

©)

$909,163

4.19%

$38,094

12,325
156

2,724

15,205



